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REPAYMENT OF OBLIGATIONS TO REA 


PROCEDURE PRIOR TO SEPT, 21,1944 


! Text No, al 
(Revised 6/1/47) 


_ The purpose of this text is to give a simplified description of the pro- 
cedure followed by REA in computing, recording, billing, and accounting 
for the principal owed the Government by the cocperatave borrowers, and. 
- the interest thereon, 


DEFINITIONS 
"For woe sake of clarity the following defi initions are presented: 
Advance — . : Teer ie 7 


‘The amount sent to a cooperative’ under authority of, and for the 
purposes outlined in, the loan*contract and approved requisition, 


- Interest 


Begins on the day following issuance of U, S, Treasury check by 
disbursing officer (date can be obtained by cooperative from date 
on check) and includes the last day of the billing ahaa 


aes Amortizatdon Raneymane Rates THR Bens . 


? 


For construction loans are based on an amount per $1,000 while teen 
and. plumbing installation loans are based on an amount per $100. 


Advance Payment 


An amount of money received franks a cooperative (from revenue sources) 

to be applied toward. reduction of their loan balance, at a time priory 

to the date repayment . is due and. payable, Such payments are referred 
to as cushion of credit” ents, . , Se 


ae. Repayment 


An amount due and paid. by the bpspaeeeius for application Soon ree ain 
duction of accumulated interest and the loan balance, 


REPAYMENT OF OBLIGATIONS TO REA 


Text No, 2l 


Refund. 


An amount of money, which was originally part of an advance, returned. 
by a cooperative to the REA and. which sum the cooperative has deter- 
mined as not being required (at the time of refund.) for the purpose 
for which the money was requisitioned, The difference between a re- 
fund. and either an advance payment or repayment is that the money re- 
turned by the cooperative has never been expended by the cooperative 
for the purpose for which advanced. and. thus, when returned to REA, is | 
directly reimbursable to the appropriation from which granted. and. can, 
therefore, bo again requisitioned by the cooperative and again ad- 
vanced. by REA, In cases where a cooperative sells material originally 
purchased out of funds advanced by REA and. such material was never a 
“part of the cooperative, then the proceeds of the sgele can be consid- 
ered. as ea refund, 


Accumulated Interest 


Most mortguge notes given by the cooperatives provide for 4 period of 
time (vsually 30 months) wherein the interest on the money advanced by 
the Government is billed to the cooperatives but is not payable and. 
thus accumulates during this period, At the close of the accumulative 
period, for all future interest computations, the amount of interest 
accumulated is added to the principal, and interest is billed on this 
amount at the rate specified by the contract, 


Current Interest 


The amount of interest billed and payable on a definite specified date, 
In the cese of construction notes, the amount of interest due and pay- 
able monthly after the 30th nionth and. which is computed on the basis 

of the unpaid loan balance plus the unpaid accumulated interest balance, 
In the case of installation notes, the interest due and payable on the — 
unpaid loan balance as computed in accordance with the provisions of 
the installation notes, 


Application Of Amortization Remittance 


Fach such payment shall be applied, first to the payment of current in- 
terest, on the accumulated interest, if any, and on the principal; sec- 
ond. to the payment on account of the accumulated interest until the ace- 
cumulated interest shall be fully repaid; third to the payment on account 
of the principal, In other words, current interest accruing on the de- 
ferred accumulated interest and principal is paid first. Any balance is 
applied to wipe out the deferred accumulated interest, When this is 


ABS os 


Ket 
> 


Pier ished: the patents remaining after payment of pe ones 
terest, Sescribed cuted is Pr to the payment on /secount of: 
"principe, 


y 


All checks ‘sent to RFC by cooperatives as Baynes on interest _ 
and/or principal should. be sent sufficiently in advance of the duc — 
. date to enable the check to pass through the clearing house and, the — 
. @oepérative's local bank prior to the due date, (Mailing time py 
four or five days usually required, ) 


| Interest Which is Accumileting i 3 


(Accumulated Wtecaty: is ‘computed on the loan balance for ‘the 
actual number of days in the period, Interest computed for the 
actual number of days is on 2 365-day basis, or 366 days in leap 
year, (Period. covered-~30 months from date of note, ) De 


¥o 
\ 


Current Interest 


- Peyeble- in oak from the 3lst alien the 48th month from date or | 
‘ -note is computed on the net advances less prepayments, plus umnparde | 
» accumulated interest for the actual number of days in the period. nee 


3. FRM ' cee pre 
ik) acacia Construction Obligation | 
I Accumlated Interest With Goad ent Loan Balance 
cacti interest for period March 1 to April 1 
Loon delence $100, 000 . gee 
Interest rate 2. 13% (24 since September, 1944) » 


Pavey 100,000 x 51 x 0273 = 231.86. 
Oar MBO Ay | i. ' 


ih II Qurrent Interest Pe eble With Constent Loan Balance | 
Ree And Accumulated Interest Berane ; 


current interest, for Merch i ae Apri L 


‘Loon 1 belance $100, (000. aah ie ee ‘ 

a - focumloted: interest pelonce $9,000 

bey ie Interest rate. ie. Toh eee 2h) 

(100,000 + 5,000) x oh ei OOTS = OWS LG 
Pagpah nite Aron ids) oe a : 


Loan balance $100, 000 as of March. Ti 


eae 


ee Kpuece Accumulated interest balance 2,000 


- Advance wmaae to boonerettys on March 20 for. $10,¢ 000 


~ 


Interest rate 2.73% (now eee s 


a 


(100,000 + 5,000) x _31 x 0273 = 2N3.K6 ma 
Toasty cal ueSOS Te Soon ny aeons ae 


10,000 x 12x. 0273 = 8.98 ie ct 
365 


2h3. 46 + 8,98 = 252,44 | 


In the event a repayment yen of an navaned of $10, 000 haa been ma 
by the cooperative the computations would have been the same as above, 
ae credit would. be a for le days rather than a charge. 


dl 


IV Sueene snterent ee period Mech be us Apa ee 


Nee: 


Loan balance $100, 000° 


Accumulated interest $5, 000 Raat a Sep ao 


micktizatiant paymnt atj900\per thousand ausupert eam 


Interest rate 2.73% 


(*100,000 + 5,000) x 43,00 = 315,00 monthly payment 


Vt ee AEP} x 1/12. x .0273 = current age 


315.00 — 238,88 = 76,12 amount to be Seong to accum= 
Re ocd ahs es Mere pry jhe : 


*When advance Ba db yar Seed ae epee the carey eaten payment a 
schedule is computed, i. Ou») the basis date at the close of the: 48 Bs, 
month, these advance payments will ‘be carried forward as "cushio 
apaaiar payments and are not considered. in the data. used eo: 


~~ 
~ Sa ae e \ 
4 , , : 
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a these ‘amounte are considered principal “due and. should not be amor- 
; means nae eee to amortization are aot CIEE 


AS ‘Current wekercat When Note 4s Being moe U sees And Advance 


Payment Was Made During The Period And. The Previous Payment 


7 
oo tee 


Was Late — 
Current interest for period. Narch ee April ic 
Loan balance $100,000 
Accumilated interest balance $4,925.88 
Amortization payment $315 
Interest rate 2 » 12% (ner 2h) 
Advance payment of $10, O00 made on March 16 


; Pemohane for accumlated interest of E $76, 12 due March 1 
and. credited March 8, 


(100,000 + 4,923,88) x 1/12 x 0273 = 238,70 


10,000 x [16/3%- of (1/12. x 0273 ype ink 
76,12 x [7/31 of (1/12 x .0273)_/ = | 


238,70 —11,74 + .O4 = 227,00 current interest for period 


315.00 + 04 = 315,04 current payment due 


315,04 — 227.00 = 88,04 amount applicable to accumulated 
interest 


All remittances are posted to and including the tenth day fol- 
lowing the due date, However, if the previous billing is not 
paid when the subse quent statement is computed, an additional 
charge is made on the accumulated inke rye, or principal amount 
delinquent at the 1/12 rate, 


praderiays was made, If the Satine anseae is prineipad 

compute the. subsequent statement it’ is deducted from the ; 
balance to.determine the’ theoretical balence, "ren 
terest for the period is then computed upon. the theoretic 


. Wiring and Plumbing Obligation. :..).. 
I Current Interest On Installation Loans 


Note for $300 

Aeartazeeion rate $10.77 per $100 
Interest rate 2,73% (now 4) 

300 x rents (Rear amortization payment 
300 x 0273 Dhl by Gare HO souvent intercat 


oa gL - — 4.10 = 28,21 amount to be applied to princtpel 


Note for $1,000 dated March 1 


Amortization rate $10.77 per $100 


Interest rate 2 13h eee 2%) 


Since billing parioas are on a six-montha’ basis, chara * 
Prise the first billing period, The vowcher was paid ant 
advance made on April 2, Consumer collateral amounting | 
$2100 reacquired on August ern renin ita 


Bisa Text No, 21 


900 x 10.77 = 96,93 amortization payment 


1,000 k 152 x ,0273 = 11,28 

bal Paneth teed SORE Ba Se Bes 

100 x i x ,0273 =.13 credit 
7 2 


.. 96,93 —. 11,28 + 13 =185.78 amount applied as princi- 
pal repayment. . 


When payment of installation loans is received after the due 
date additional interest is charged on the principal billing 
from the due date to the date payment is credited, The actual 
number of days is used in most cases, If the payment is not 
made by the next billing date the 1/2 rate is used, In that 
case the principal due is deducted from the loan balance to 
determine the theoretical balance, Current interest for the 
period. is computed on this theoretical balance and interest 
computed as described above on the delinquent principal is 

in addition to the current interest, Amortization payments 
are computed, on the amount of money advanced, except when 
consumer collateral is reacquired. or refunds made before the 
first payment is due, The. loan balence is then amortized, 


c, Bonds 


Interest on bonds is usually. due semi- -annually, The 1/2 rate is 
. used whether interest only is due; or bonds are being retired, If 
pinterest is due monthly on bonds, the 1/12 rate is used, 


ie *. ‘EXELANATTON OF BILLING STATEMENT ts PRINCIPAL AND/ OR INTEREST PAYABLE 


ieee has been pointed out under the definition of "Accumulated Thtereee ey 
most notes provide for a period of time, usually 30 months,, wherein the 
interest on the money advanced by the Government is billed to the coop- 
Be erative but is not payable, and. thus accumulates, Between the 30th and 

Soa 48th months only the current interest which accumlates each month is 

payable, while after the 48th month an amount per thousand dollars is 


eyuet 


Maen north is abahas the REA ee cooperative for 
the amount due, A sample of this billing statement is submitted for 
study in connection with the following explanations: <= 


Column 1 
This refers to the posting date, i,e,, the date the Sravenent is 
prepared. by the Finance Division, 


-7- 


eee which Lia off the previously ay neath interest age the prin- . 


te 
a 
rea 

ha 


oe 


yet, unpaid, However, if interest is slightly overpaid, the amount — 
- may represent a credit or "red" figure, This may be easily ascer- 


General 


In order that all statements may be computed and. mailed 15 days in — 


“will be given for the number of days in the period: mee ten as 


*, ey hae Ay. en ) pr” rate toe NG 
a Hn ib Wiws eee Poi’ ARV he hie’ AP eae e«, ei , ‘be 
“4 ‘ Le Me, ete Ca oF b, ay! « + i a 7 
-REPA’ : a OR. OBLTI fa ee ree AS ef eee aN 
: . s neanrmene — —_ — REBT NREAP SITE GK LEI i PRLS Tek 
{ ‘ pee f oY 
Text No, 


Column © 


Statements are numbered. consecutively. ‘Thereafter all reference 
to a particular statement will identify it by number, The number i 
this colum must agree with that in column 1b, i ee 


Column 3 


This is a blank column made necessary by the spacing of our loan 
ledger sheet, 


Colum h 


previously billed but not paid, The one exception is "cushion orn 
credit" or advance payments which will be fully explained later, 


Column 5 


tained. If the amount of column 14 is less than the amount of col- 
ums 8 and 10, then the amount in column 5 is a credit, 


advance of the due date remittances received to and including the 
tenth day after the due date are posted, If the amount of any pre- 
vious billings appears in columns 4 and 5 that have been previously 
paid by. the system, such amounts should be disregarded, To jllustr 
if a billing is @ue the first of the month, all remittances to thes 

tenth day of the month ‘are posted, Statements covering billings du 
the first are computed, posted, and mailed from the eleventh to the 
fifteenth, If a remittance, due the first, is received for credit 

prior to the close of business on the tenth, such payment should be 
reflected in the current billing, However, if such remittance is . 
received on the eleventh, it will not be reflected in the statement — 
of billing due the first and the amount, of the previous billing w: 
appear in columns 4 and 5, In the first instance, interest is cha 
on the amount of the principal or accumulated interest billing f 
number of days payment is delinquent, In the second. instance, 


has Ba rendy. been charged for the entire periods: 
Column 6 ; o 4 


This amount represents the unpaid principal omount, after ages © 
the loan with REA, 


Text No, el 


Column i 


any in ‘column 3 ‘this is a biawe column to obtain proper spacing, 


“coluin 8 8 


From the RE until the sackaniated interest previously de- 
ferred is paid in full, the amount of amortization payment over r and 
above the current interest is applied to the accumulated interest 


aimseaduacateranaliaueclingieniae mornteoinetnencimalbeiasicinaae eee 


The amount thus obtained is placed in this colum, 


Column 9 


“This amount represents the unbilled portion of the deferred accumu- 


lated interest, The amount entered in colwm 8 is automatically 
subtracted. from the balance in colum 9, Thus the accumulated in- 
terest balance, at all times, represents the net unbilled amount 


of accumulated interest, 


Even sisuch the ancumala ted. interest TERRE EY is not aia the accumu- 


lated interest balance is automatically reduced with an offsetting 


increase in the interest due column (14), (See explanation of col- 


umn 14, ) 


Note 


After deduction of colum 8, this column should be in agreement with 


the general ledger a/c 213, _ for each note, 


‘Column LO 


el, this. colum is posted. all current interest on the loan balance, 


~ e 


accumulated interest balance, and additional interest due on pre- 
viously billed but unpaid principal or accumulated. interest for 
_the period covered by the statement, 


_ Column 11 


SOP et principal maturing on the date of the etatenett in accordance © 


with the terms of the note is entered here, (Also see explanation 


» -goncerning paneling of “:9ushion of credit, ny 


Golumn 12, 


The total amount of columns 13 Sah 14 mist be reported available 
for credit by the RFC by the date indicated in ths column, Inter- 
est is computed to and including this date (Regarding principal, 


gee column 13,) 


* 


Column 1 


The amount of colum 4, if any, plus the emount of colum 11, 
“any, is reported in thie colum, Unless a "cushion of credit" 1 
available and it is desired that the cushion of credit be appl 
on the principal billing, this amount must be paid by the. date 
dicated, as exptadned under column le, 


Column 14 


The amount of column 5, if any, nite the amount of setter 8, if 
any, plus the amount of column 10 is reported in this cola yan 
The amount shown in this column must be paid by the date. indicated 


Item 15 


All statements of the same type sre numbered. consecutively, This. 
number is used for reference purposes, Any correspondence rely 
to the billing statement should refer to this number, 


‘Ttem- 16 - | 


oo 


The note designation, name, and address of the cooperative being» 
billed is entered here, Any variation from cooperative records 
should be promptly reported to the Finance Division. : 


tem 17 


Checks should. be Mreuened ana mailed in Peed apsten a with ne ins 
tions contained in the block, 


Items 18 ond 19 


Only the amounts indicated by the arrows should. ae Birks This is 
particularly important in the case of previous overpayments or a 
“cushion of credit” payments, ¥ 


Attention is directed toward. sending in all réomethenoae: ‘haa r 
advance payments) in sufficient time to have credit given ‘on the 
accounts on or before the due date, 


as explained below, 
Column 4 


The total amount of the cushion of credit payment. will hell are not 
here, This is a credit or "red" figure; Hew vans as b 


{ 3 ee ute 
i hie yarns 
heh a eae Are s 
Bara] Ate Ja (ae 


% ° 
“posting are ar pimaltaneously and some copies are carbons, coutdon CWEG 
oe -ghould. be used in interpreting this column, While the heading of a 
the block is not applicable, due to the mechanics of our billing” ai 
Bie ees it is meccusary to use this colum, Rare 


In order to maintain the Bn Shr of credit it is necessary to pay 
the amount of this column plus that of colum 14, The amount of 
colum ES should not be paid as it pal bauer the balance of the 
cushion of credit after the current month's principal payment has 
automa omaticahly been deducted, After adaseiia is received this amount — 
is built vB to its roriginas size, es 


Presa aa he 


As explained under column 1l above this is not an emount due and. 
‘payable but simply the net balance of the cushion of ide Me The 
‘symbol "CR" follows this amount, | aye 


wy 19 


Item 18. eee “S 


96: ‘chable: cooperatives, ‘who so desire, to retain: intact their 
cushion of credit we block out this arrow and insert ancther ar- 
row which points_to colum 11, The ahiatet db ny in the arrow 

- states "To. retain Cushion of asta sa - 


The chart on page: 13 presents a bara @-eye view of the ate of 
the average loan and its repayment stages, . ery. hee 


* _ By way of an explanation and. oe provide specific examples’ of the » 
_~ financial transactions necessary during each of the phases de- ee 
scribed in this chart, the. “AT onan ers hetheai sat Meare tea are pre 3 


‘a 


Phage. fi Accumulated eh nt terest 
Aten balonce FOO, 000 

Interest rate 2 «73% (he anh 

For Horton. MeLoh 1 to April 1 


- Accumulated deferred interest 231,86 


‘ : ; r sites Cea — 
' > re aay a 
ee se oe 
- ge! ord E 
ET tel - Py JP DATE on hit 
‘ ve ah 
Ft.) Qelwy, Wan + 
; (ae ip sh 
y : voete 
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The Getta entry to show the receipt of a Aen: during . 
construction period would be es follows: z Koa 
Dr, 100,31 Construction Work in brceroge connec 251. 86 
Cr, 213,35 Interest Accrued-Deferred--RBA Construction — 

To record the accrued interest, deferred on iSectice A for per 
March 1 to April 1. ah Seiten ee 


of operation, the ld entries would. be: sui Ne aN 


Dr, 530,1 Interest on REA‘ Construction Iman aie 231,86 | 
Dr, 100 31 or 100,42 Construction Work in Progress © eae 
Contract or Force Account © ~ 50,00 
Cie Se 3 Interest Accrued-Deferred--REA Construction - 
Cr, 536 Interest Charged to Construction--Credit 
To record accrued interest, deferred for the period May 1 
to-July 1, and to record portion of interest applicable to. 
construction for the period, i es 
Account 530,1 is charged with the full amount of the interest, 
the credit to account 536 offsets account 530,1 by the Pore 
chargeable to construction, 
Where the period is completely operation, it ould be necessary 
to debit account 530,1 and credit account. ele, ty 
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Phase; Current Piers se 2 % oa ee 


Almost invariably the Sere eros of the line has been ‘comple 
before this phase, is entered, 


Loan balance $100,000 
Accumulated interest balance $5,000 
For period March 1 to April 1 


Interest rate 2,73% (now 2%) _ 


Pari Th ‘f y = le in 
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5 df WN Ge ahitdoneres! and. opereting 
Funds 


To record the payment of current interest on Section 4 
period March 1 to April ae mod 


, 


i Phase #3. Payment of Sursent Interest and Deferred Accumated # 
Interest f 


Loan balance $100, 000 


Accumulated interest $5, 000° 


Amortization payment due $3.00 per thousand. 


For perioc March 1'to April 1 
Interest rate 2.73% (now 2%) 
(100,000 + 5,000) x 3,00 = 315,00 ane” 
(100,000 + 5,000) x 142 x .0273 
315 — 238,88 = 76, 12 amount to be applied to fe 
interest a 
accounts: 

Dre DOO eL a ee 


Dr, 213.3 Interest Accrued-Deferred~-REA © 
Construction 


Cr, 120.1 Cash--General 


£ 
‘ations AR 


er — 


‘This case. would Se haniiad leamtary ve Phase #3 with the exception 
that instead of charging Account 213.3 for the $76.12 the debit — 
- would be made against Account el5. 11--Long 
"ean Contract, Wr 


Tih 


2, QUARTERLY BILLINGS 


| a is anticipated that as soon as the work load of the Washington office — 


Changes Effective September 21, 1944 


An amendment to the RRA Act, commonly referred to as the Pace Act, ap’ 
September 21, 1944, changed the-rate of interest on all REA notes to 2% 
per annum and permitted loans, within the discretion of the Administrat< 
to be made for 35 years instead of ‘25 years, is 


The Pace Act changed the interest rate on all unmatured. and unpaid. bala. 
as of September @1, 1944, to 2%, ° ; 


1, ADJUSTED BILLINGS UNDER PACE ACT 


_ The intent of the Pace Act was to give the borrowers reduced payments, 
The note called for definite payments and. a procedure whereby the payment 
would. be applied: (1) to liquidate current interest; (2) to reduce or lig 
uidate accumulated intcrest and. (3) to reduce the principal loan balance, — 
Thus to reduce the interest to 2% and maintain the payment as 3 constant _ 
would result in the loan being amortized in less than the mturity period. 
specified in the note, To reliove this condition a procedure was adopted — 
wherein we were instructed to reduce the payments provided in the note 
the amount of the interest saving, This procedure provided a mechanism — 


whereby the amounts applied toward reduction of accumulated interest and 
principal were the same ag provided. 


and thus the maturity date would be 
the note so far ag the life of the loan is concerned, 


¥ ye ae 
The procedure for effecting quarterly billings wes entirely of an admin- ets) 
istrative policy nature and was designed as a. time-saving factor, In es ae 
putting the procedure into effect the first billing was made as an offer 
by the Government to change the note provisions and payment by the borrower 
completed on acceptance of this offer, It should be pointed out that since — 
the new loans would be made on a quarterly basis the change over by the Fete. 
REA borrower to a quarterly basis on existing notes was designed also to © 

eliminate confusion and possible misunderstanding, eet ae ) | 
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). REFUNDING OF NOTES 


particularly that of the Solicitor's Office) will permit the present = 
outstanding notes of the borrowers will be refunded, ‘The program calls for: 


A, Extensions within the 55 year periods provided by the Pace Act, 794 
B. Grouping of notes where the finencial condition of the borrower : Sine 
will warrant such procedure, It should be pointed out that where 
notes are grouped the 55 year period. mist be considered from +] 
date of the oldest note, } a 


4. NO INTEREST ON ACCUMULATED INTEREST i moe 
The provision of not charging interest on the accumulated interest ref 
ONLY to notes executed after September 21, 1944, On notes executed. pr 
to that date the charging of interest on accumlated interest still 


Text No, 


” 


oans made after ‘September: is 1944. “the loan will generally fellow 
Br the two iS ORS RE schedules: . “oN 


A ve for 35 wears with a 5 year MAeumTAG ed ee pee veriod; 
and straight line amortization over the remaining 340 years. 

~ his procedure must always be, justified and is designed gener- 
ally for new borrowers having no completed construction or 
where, in the requirements for self-liquidation, the financial | 
“condition. of the borrower requires an extended neriod prior to 
amortization payments, ved 


The second schedule and the one. generally in use vrovides for 
i the loan for 35 years with an accumulated interest period of two 
years” and straight line amortization over the remaining 33 roe 


h of these gchedules provide for quarterly neacate and no interest on 
accumulated interest. It should be noted that since the straight 

© amortization factor will retire the vrincinal and interest thereon 
the period the loan is being amortized it will not provide a pro- 

re for the liquidation of the accumulated interest. Thus each new 

in addition to vroviding for the amortization of the loan provides 

‘a -ocedure. for the paying off of the accumulated interest in equal nay- — 
ments over the regular quarterly payment veriods of amortization. Hach 

w note, therefore, contains two repayment factors: (1) to repay the 

an advances and current interest thereon, and (2) vayment for liquidation ik 
the accumulated interest. (The Senta ped interest is liquidated by ee 
ng equal quarterly payments over the remaining life of the note, ) ae 


: EXISTING NOTES WHEN REFUNDED ° 


ania be pointed out that in refunding ive existing notes the pro- 
cedure calls also for straight line amortization. The mechanics employed — 
us far in this regard have been to complete the current vhase of the 
ep rate amortization and then to amortize the remainder on the straight | 
ne method, As an example suppose a note being refunded is in the $4.00. 
nthly payment peried and has nine payments remaining under this schedule. 
e $4, 00 monthly vayment is equivalent to $12.00 quarterly and the nine 
thly payments to’ three quarterly payments. In this case the refunding 
te would provide for three aharterly vayments at the $12.00 rate and 
he remaining quarterly payments would be comouted on the straight line 
ee oe procedure and thus set forth in the refunding note. 


e might rightfully ask the question, "What are the benefits of extension 
: rade REA borrowers?" ‘The answer is in four parts: 


~ 


sinwe the iechentes: of the een: note have been materially 
_ disturbed by the Pace Act and recent policy determinations 
the refunding noe will establish definite payout schedules 


a. schedule of debt eta aint which will ie very , benef: 
rate adjustments and future business potentials, ee 


The work load of the borrowers should be slightly decreas 
proportion to the notes which can be combined, Instead. o 
worrying along with 10, 12 or some other large number ‘one 
they can be decreased sah 1 or some number in excess thereo 
dépendent upon the financial condition of the borrower to 
the new payout requirements, ; ; 


The extension of the time interval ae “foie years air bring 
needed lower periodic payments to many of the borrowers, 
case of cooperatives financially well fixed at the present 
it will afford an excellent opportunity to increase their | 
payments which are good insurance against future unforseen 
BER REL ES 

The extension of tame and. lower. bart saic Seared should 
means serve as an excellent aid to area, ieee and grea 


Text No, el 


COMPUTATIONS FOR QUARTERLY BILLINGS 


On unrefunded notes issued prior to September 21, 1944 
(Pace Act effective date) 


pe ACCUMULATED INTEREST: Interest is computed on the smount of advances for 
4 the actual number of days in the quarterly period. 

ae f, ; 

* A, ACCUMULATED INTEREST WITH CONSTANT LOAN BALANCE 

a” For period 6-5-45 to 9-5-45 (92 days) 

bis Loan Balance $100,000,00 

Be: Interest Rate 2% (Pace Act) 

BS $100,000,00 x _92 x ,02 > $504.11 (accumulated interest billed 


= BRM 365 for quarterly period.) 
| 

B, ACCUMULATED INTEREST WHEN ADVANCE IS MADE DURING PERIOD 
i For period 6-5-45 to 9-5-45 (92 days) 


Loan Balance $100,000.00 
Advance of $5,000,00 made August 8, 1945 (8-8-45 to 9-5-45= 28 days) 


Be | | Interest Rate 2% (Pace Act) 

a $100 ,000,00 x a E Oess SOO ELL 

3 $5,000.00 x 28x .02- $ 7.67 

Bs 7 $504.11 plus $7.67 = $511.78 (accumulated interest billed for — 


quarterly period.) 


Note: In the event a refund of overadvance has been made the 
computations are the same as above, but credit would be given 
rather than a charge, 


os Mg CURRENT INTEREST PAYABLE: With constant loan balance and. accumulated 
A balance, interest is computed on the total of the unpaid loan balance 


| plus the unpaid accumulated balance for the actual number of days in 
. the quarterly period. 


A, CURRENT INTEREST WITH CONSTANT LOAN BALANCE AND ACCUMULATED BALANCE 


For period. 6-5-45 to 9-5-45 (92 days) 

Loan Balance $10,000,00 

Accumlated Balance $4,500 ,00 

Interest Rate 2% 

$100 ,000 ,00 plus $4,500.00 x se * ,02 = $526 ,79 
365 


B, CURRENT INTEREST WITH ADVANCE MADE DURING PERTOD 
For period 6-5-45 to 9-5=-45 (92 ey) 
Loan Balance $100,000,00 
Accumilated Balance $l, 500 ,00 
ave pa 
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; ie _ REPAYMENTS OF OBLIGATIONS TORFA = 


Text. No, 21 
Advance made to system on July 20, 1945, for $500.00 (7-29-45 + 


9-5-45 = 38 da: 

) Interest Rate 2% hy a 

| jer SLO 4 000, 00 plus $4,500.00 D xg x .02 = $526, 79 
os SOD 


: $500.00 x 38 x ,02 = $1.04 

ang oie : Wak tO Dues 

pe $526.79 plus $104 = $527.83 (current interest due and payable | 
Be 95-45) 

hs. Note: In the event a ates pe or refund. of overadvance instead. 
es of advance of $500.00 had been made by the system, the computatic 
Ee: would have been the same as above, but chet would be given aoe 


38 days rather than a charge, 


is ite te | mt 
© AMORTIZATTON PAYMENTS: The basis for determining monthly payments at the 
ye beginning of the amortization period which usually begins the 49th month 

iG after the date of the note, is calculated upon the net total amount of ad- 
i vances (unpaid principal plus cushion of credit) plus the unpaid. accumulate 
A interest balance at the end. of the 48th month, (Refer to the Mortgage A 
" for verification of amortization basis date and rave of payments, ) . 
ah A. The crepe ieute te payments are calculated as follows: 

At end. of 48th month, total advances $100,000.00 

ks (or unpaid principal of $90,000, 00 plus cushion of credit | 
oh eo $10,000.00) 

Barnet, At end of 48th month unpaid accumlated Interest Balance $4,065.00 
ae Amortization schedule of $3,00, $4.00, $5,00 and $5.45 per $1,000,0 
Gy 49th month to 60th month 100, 000. 00 \ $4, 065,00 x $3.00 = $312.20 
; 61st month to 72nd month fis, 000,00 + $4 3065. 0O x 3 00 SS 
‘ 73rd. month to 84th month $100,000.00 + $4 5065. 0O x $5,00 = 3520 , 33 


; 85th month to 25 years $100,000.00 + $k. 065,00 x $5.35 = $556, gs 
ig Note: The monthly schedule above is used for erlisahehanc Se: sit My 
3 and. does not apply to all notes, 


B, The exception to Paragraphs A is eon material sold and the 

proceeds returned to REA as a reduction of the long-term debt. 
These amounts are considered principal due and should not be 
b ' included in calculations for amortization payments; therefore, — 
a all sales of material or property made prior to the 48th month ~ 
would be deducted from the total sum of advances and. the unpaid — 
Be accumulated Interest Halance at the end of the 48th month, a 


C, Procedure of breakdown of emort ization payments when rates 
change between billing dates: 


% Example: At the end. of the 48th month the amortization payment 
4 were calculated on a loan balance of $100,000.00 plus en accum 
Vis _ lated balance of $4,125.00, The rates were as follows: ‘9 


- 20 - 


REPAYMENT OF OBLIGATIONS TO REA 


Text No, 21 


From 7-25-44 to 6-25-45 @, $3,00 per $1,000 = $312,38 


! 


From 7-25-45 to 6-25-46 @ $4,00 per $1,000 = $416.50 
From 7-25-46 to 6-25-47,.@ . $5.00 per $1,000 = $520,63 
From 7-25-47 to 6-25-65:@ $5,50 per $1,000 = $572.69 


For the period. 5-5-45 to 8-5-45 

From 5-5-45 to 6-25-45 = 51 days at $3,00 rate 
From 6-25-45 to 8-5-45 = 41 days at $4,00 rate 
$312.38 x 3 x 51 = $519.50 


92 
$416.50 x 3.x ah = = $556,84 


$519 .50 plus gees 84 = $1,076.54 (total emortization payment for the 


“period. 5-5-45 to 8-5- 45) 


CURRENT INTEREST WHEN NOTE IS BEING AMORTIZED: Interest during the 
amortization period for reguler quarterly billings is computed on the 
quarter basis of the annual rate, i.e., (tx .02). 


AS 


If loan balance remains the same for the period, interest is 
computed. on the unpaid loan balance plus the unpaid accumulated 
balance for the quarterly period, 


For the period 6-5-45 to 9-5-45 (+ of annual rate) 
Loan Balance $100,000 ,00 
Accumulated Interest Balance $5,000.00 
Amortization Payment (monthly) $315.00 
Old. Interest Rate 2.73% 
New Interest Rate 24, (Pace Act) 
100,000,00 plus $5,000, 00 x ry x ,0273 = $716. 63 (Interest at-old rate! 
100, 000 .00 plus $5,000.00 x ; x .02 = $525,00 (Interest at now rate) 
$716, 63 - $525.00 = $191.63 (interest Ba reay) 
$315.00 x 3 - $191.63 = $755. 47 (amortization payment quarterly 
, minus interest saving in accordance 
with Pace Act determinations) 


* "$753.37 -- $525.00 .5 $228, 37 (Amount of eccrued-deferred. interest 


due or principal due when accrued- 
deferred. interest is paid up.) 


If loan balance remains the same and. previous payment of accumulated 
interest was late, interest is computed. on’ the unpaid loan balance 
plus the accumulated. balance for the period, An additional charge 
to current interest is made on the delinquent accumulated interest 
at the = rate for the actual number of days the payment is late, 
When payment for accumulated interest received prior to due date, 
the same computations ‘are rib but a credit to current interest is 
made on the payment at the a ee for tae actual number of days the 
payment is received prior to due date, 


md I ak 


REPAYMENTS OF OBLIGATIONS TO REA 
Text No, 21 


For period. 6-5-45 to 9-5-45 (zd of rate) 

Loan Balance $100,000,00 ~ . 

Accumilated Interest Balance $4,812,135 

Amortization Payment (monthly) $315.00 d 
Old. Interest Rate 2,73% , 

New Interest Rate 2% , 

Remittance of accumilated interest of $187.87 due 3-5-45 and. 

credited 3-9-45 (4 days) 

$100,000.00 plus $4,812.13 x + x 0273 = $715.34 (interest at old xzte) 
$100 ,000,00 plus $4,812.13 x i x .02 = $524.06 (interest at new rate) 
$715.34 - $524.06 = $191.28 (interest saving for ouarterly period) 
$187.87 x (_4 of (¢ x .02)) - $.04 (additional charge on interest) 


$524 06 plus $,04 = $524.10 (current interest for quarterly period) 
$315.00 x 3 - $191.28 = $753.72 (querterly amortization payment minus 
interest saving) 

$753.72 - $524.10 = $209.62 (accrued deferred interest due or princi- 
; pal due when accrued. deferred. interest 

| is paid up) 

When advance payment or sales of material are made during the period, 

interest is computed on the old loan balance through the date the 

remittance is credited and on the new loan balance thereafter through 

the end of the billing period, 


For period 6-5=45 to 9-5=45 
Loan Balance as of 6-5-45 $100,000,00 
Accumulated Balance $4,500.00 


-./ Amortization Payment (monthly) $315.00 


01d Interest Rate 2,73% 


New Interest Rate 2% 


Advance. Payment of $500.00 made August 1, 1945 


From 6-5-45 to 8-1-45 (inclusive) = 57 days 
From 8-2 to 9-5-45 = 35 days 
$100,000.00 plus $4,500.00 x (57 of (2 x .0273)) = $441.88 (interest 
' 92 before advance 
payment at old rte): 
$100,000.00 plus $4,500.00 x L57 of (+x ,02))-s $523272 (interest 
92. before advance payment at new rate) 
$441 88 - $323.72 = $118.16 (interest saving before advance payment) 
$99,500.00 plus $4,500.00 x (35 of (4 x..0273)) = $270.03 (interest 
92 after advance payment at old. ratc) 
$99,500.00 plus $4,500.00 x (35 of (tx .02)) = $197.83 (interest at 
, ae 92 ‘new rate after advance payment) 
$270.03 - $197.83 = $72.20 (interest saving after advance payment) 
$197.83 plus $323.72 = $521.55 (current interest at new rate) 


$118.16 plus $7) 20> $190 ,36 (total interest saving for quarterly 


pertod) — 

$315.00 x 3 - $190.36 = $754.64 (total quarterly payment due) A 

$754.64 - $521.55 = $233.09 (accrued deferred interest due or princi- 
pal due when deferred interest is paid) 
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REPAYMENTS OF OBLIGATIONS TO REA 
Text No, 21 


D, When remittance for principal billed is received prior to due 
date, credit on the payment is given on the next regular bil- 


ling. This credit is retroactive to April 1, 1945, and refers to 


all borrowers that have remitted amounts before the actual due date, 


For the period 6-5-45 to 9-5-45 | 
Loan Balance as of 6-5-45 $100,000.00 
(Accumilated Balance has been paid in full ) 
Amortization Payment (monthly) $315.00 
Old Interest Rate 2,73% 
New Interest Rate 2% (Pace Act) 
Principal Payment $250.45 due 6-5-45 credited by RFC 6-1-45 
(6-1-45 to 6-5-45 = 4 days credit) 
$100,000,00 x 4 x 0273 = $682.50 (interest for quarterly period 
at old rate) 
$100,000.00 x } x ,02 - $500.00 (interest for quarterly period at 
| ta new rate) 
$682.50 - $500.00 = $182.50 (interest saving) 
$250 45 xu kor. (2x. .02) = $.05.. (credit. on principal payment received 
92 prior to due date) 
$500.00 - $,05 = $499.95 (total current interest due for quarterly 
| - period) : 
$315.00 x 3 - $182.50 = $762.50 (total amortization payment due for 
quarterly period) 
$762.50 - $499.95 = $262.55 (principal due for quarterly period) 


Fle Fle 


E, When remittances for principal billed are received after the due 
date, the next interest billing will be computed on the loan bal- 
ance at last billing date up to and. including the date of receipt 
of remittance plus interest on the new unpaid loan balance after 
the remittance is applied through the end. of the billing period, 


For period 6-5-45 to 9-5-h5 | 

Loan balance as of 6-5-45 $100,000.00 

(Accumulated Balance has been paid in full) 

Amortization Payment (monthly) $315.00 

Old Interest Rate 2,73% 

New Interest Rate 2% (Pace Act) 

Remittance of $187.87 for principal due 6-5-45 received June 21,1945 
(From 6-5-45 to 6-21-45 (inclusive) 16 days, From 6-22-45 to 9-5-h5 
is 76 days) -. | | : 

$100,000.00 x (16 of (4 x .0273)) = $118.70 (interest before princi- 


92 pal payment is received--old rate) 
$100,000,00 x (16 of (4 x .02)) = $86.96 (interest before principal 
92 payment is received--new rate) 


$118.70 - $86.96 = $31.74 (interest saving before payment was - 
received) 
$99,812,135 x (76 x (ib x .0273)) = $562.75 (intcrest after principal 
ge payment was received--vsing old rate) 


re or eo ae en SE hee ee ree ee 


Text No, ea 


$99,812.13 x (76 x(= x .02)) = $412.27 (interest after principal 
92 payment was received--using 
| new rate) 
$562.75 - $412.27 = $150.48 (interest saving after payment was 
received) 
$86.96 plus $412,27 = $499.23 (Total current interest due for 
quarterly period) 
$150.48 plus $31.74 =$182,22 (Total interest saving for quarterly 
. period) 
$315.00 x 3 - $182.02 - $762.78 (Total payment due for quarterly 
| = ; period minus interest saving) 
$762.78 - $499.23 = $263.55 (Principal due for quarterly period) 


When borrowers continue to make monthly remittances and do not 
submit a letter showing distribution of payment, interest is com- 
puted on the loan balance plus accumulated interest balance from 
last billing date up to and inciuding the date the remittance is 
credited by RFC. The amortization payment is figured for the number 
of days from the last billing date up to and including the remit- 


_ tance date. The monthly remittance is applied accordingly. All 


amounts received from borrowers who are not on.a quarterly basis 
Should be billed. This will be done through the medium of a "“dum- 
my" memorandum within REA and the borrower will be notified of the 
application of the remittance, (Form FI-236), The regular quarterly 
billings will reflect the difference between the amounts due quarter 
ly and any monthly payments of interest and principal that might 
have been made by the borrower during the quarterly period. 


During the period 6-5-45 to 9-5-45 the borrower remits $315.00 on 

July 13, 1945 (from 6-5-45 to 7-13-45 = 38 days) 

Loan Balance as of 6-5-45 $100,000.00 

(Accumulated Interest Balance has been paid in full) 

Anortization Payment (monthly) $315.00 

Old Interest Rate 2.73% 

New Interest Rate 2% 

$100, 000,00 x 38 x (¢ of .0273)2 $281.90 (interest for 38 days at 
Ue old rate) 

$100,000.00 x 38 x (¢ of .02) = $206.52 (interest for 38 days at 

new rate) 


' 92 
$281.90 - $206.52 = $75.38 (interest saving for 38 days) 


$315.00 x 3 x 38 - $75.38 = $314.95 (amortization payment required 
92: for 38 days) 

$314.95 - $206,52.2 $108.43 (principal billed for 38 days) 

On the Collection Ticket, the amount of $315.00 would be applied as. 


$206.52 Current Interest 


$108.48 Principal (Overpayment of .05 applied to Princi- P 


pal ) ul 
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he When the: Spek eee are inues. 6 ce monthly Seyrisoee: ee subm 
to REA a letter of transmittal showing their distribution of the - 
_ monthly payment, the remittance will be applied to REA accounts — 
on the same basis that the borrower states in his letter. The — 
"payments will be billed out as directed in Paragraph F, and Forr 

_ FI-236 would be sent to the borrower, The regular aueeben Ie bi 
tings will reflect the di fference between the amounts due quart 
and any monthly payments of interest and principal that senat 
been made by the ere Rey tat) acre me ey sais period, 
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RURAL ELECTRIF} CATION ADMINISTRATION STATEMENT OF PRINCIPAL ano/or INTEREST PAYABLE 
pe FORM Fim 193 (11-740) aes ee ee eee ae = ih eae ee 
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